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OATH OR AFFIRMATION

1, _Fred J. Chemidlin, Jr. , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Family Investors Company

, as of

December 31, , ¥%__200Iare true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

No Exceptions

Zé i@fmﬁé /

Signature
CEO
Title

— = :E‘
==

BETTY J. FENNIMORE
NOTARY PUBLIC OF NEW JERSEY

This report** contains (check ﬁﬁf g ﬁ"csa%‘ie %é’ tres)Feb 8, 2004

@ (a) Facing page.

X (b) Statement of Financial Condition.

R (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

R (e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.
U (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

T () Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

T () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

s O

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

e ]

PART 1A
‘OKER ORDEALER Family Investors Company N 3 Ol 100
‘ STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
s of (MM/ODIYY) 12/31/01 93
sscFiLe 0. 811196 93
ASSETS Consolidated [ 193
Unconsclidatsd I X 199

~N

Wh

8

Allowable Non-Allowable Tota

298,231 200

»

o 71 s 298,231

750

Rezervables from brokers or dealers:

A, Clearance 3CCouUNt . v ittt it i i ! 295

B. Other. .. i e e 300 |S

81¢

~ -

Racervables from non-customers. .......... 47, 992 355 45,525 600 93,517

830

Securities and spot carmmaodities

owned, at market value:

418

B. Debtsecurities. ..ot aennn 419

C. OPHONS it e et e e e 420
D. Othersecurities . . viv it v ennennean 1 L632 424 1 y 632

A. Exempted securilies . ... nnn.

850

€. Spot commadities

Sezurities and/ar other investments

nat readidy marketable:

A Atcost TS_ 7,200 130 7,200 7,200
440 610

B. Atestimated fairvalue ...............

860

Securities borrowed under subordination agree-

ments and partners” individual and capital

securities accounts, at market value: 480 630

83Q

A. Exemptad

sacurities S 150
2. Other

szcurities S 160

470 640

899

markat value of collateral:
A. Exempted

securities S m
E. Other

securities S l 180'

Memberships in exchanges:

&, Owned, at
market S 150

E. Owned, 80C0Sl ...t

C. Con:ributed for use of the company,
660

*dq

At markatvalug .. e
lavestment n and receivables from

affiliates, subsidiyries and

480 §70

associated partrerships oL
Property, furniture, equipment,
leasehold improvements and rights

undz2r lease agreements, at cost-net

of accumulated depreci: tion
7 24,039

4390 24,039 680 |7

A3NC AMOLIZANGN . L et

O Ml 333805 o it e e e 535 8 ! 128 735 8 (128

TOTALASSETS ©vvvreareneannnn Ys 347,855 s40|s 84,892 740|S 432,747

941

The accompanying notes are an integr'al part of these financial state

h i P |

OMIT PENNIES
ments.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

‘ROKER OR DEALER Family Investors Company as of

3

13.
14,

15.
16.

20

21,
22.
23.

24,
25.

1176

12/31/01

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING

AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l,
Liabilities Liabilities Liabilities

Total

Bank 103Ms Payable. v\ it S 1045} § l 1255 |¥s ! 1“0]

Payable to brokers or dealers:

A. Clearance account ..o v v i vnennnnnns, 45,782 1114 1315 A5 795 1560 |
B OWMEr .t M 1115 1305 - 1540
Payable to noncustomers. . ... venni.... 1155 1355 1610 ]
Securities sold not yet purchased,

atmarketvalug . i l 1360 ' l lGZO’
Accounts payable, accrued liabilities,

expensesand other . ..ot niinenn. 118’347 !1205’ 0 [1385 l 1181347 11685’

Nozes and mortgages payable:

1210

1630

A Unsecured . oot i st e e e

B Secured........... ... i, 12

1211 Y . [1390] ¥ 1700

Liabitities subiordinated to claims
of general ¢creditars:

A Cash BOrrowWings: v v eereennnnanans ‘ 1400 l

11710}

\
from outsicers s $ I 970 I

1729

’1730!

1.
2. Includas equity subordination {15¢3-1 (d})
of ... S 880
B. Sacurities barrowings, at market value:. .. m
from outsiders § 990 .
C. Pursuant to securad demand note
collateral agr2ements. ..o v i i i i l 1420 l
1. from outsider: $ 10CQ

2. -Includes equity subordination (15¢3-1 {d))

of .... S 1010i

D. Exchangs memberships contributed tor .
use of company, at har’let value. . ...... 1430 { 1749 l
€. Accounts and other borrowings not
qualified for net caoital purposes . ... ... 1220 1440 1750
TOTALLIABILITIES ....ou.n... s 164,129 1230} S 0 14501 $ 164.129 1750

Ownership Equity

Yo I T4 o TRy T o1 T T T T ys 1770
o
Partnership (limited partners A f 1020 ) 1780

Corporation:
A Pl rred 510K o vt ittt e e e e e e e
B. COmMIMOM S1OGK + o vt ot e e ae e e e e e e e e e e e e e
C. ACHIIoNal Caid-in CaDItAY L ottt ittt e e e e e e
(ST S YT, Yo [T T2 Y1 YT
LS - - O e
B 255 CaDIl STOCK 10 LFBASUIY o 4 v v e v v e s e e o s eeete oo e ma om it it e e e s e
TOT AL OWNERSHIP EQUITY & ittt it e et ittt st sttt e s tn e et iana s aens
TOTAL LIABILITIES AND OWNERSHIP EQUITY L i i e i i i it e a e

49,125 |

219,493 | 1734
268,618

s 268,618 | 1800
s 432,747 1819
QMIT PENNIES

The accompanying notes are an integral part of these financial statements.

BASIC Fil ERS ONLY



FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART I1A

BROKER OR DEALER Family Investors Company asof __12/31/01
d COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial Condition.......... e e e e e $ 268,618 3480
2. Deduct ownership equity not allowable for Net Capital . ...\ttt ottt e et et e e e M )| 3490
T3, Total ownership equity Qualified 10r Net CaDItal « v v v v vt et et e e e e et e e e e e 268,618 3500
4. Adg:
A. Liabilities subordinated to claims of general creditors allowable in computation of netcapital. .. ......couenn... 3520
8. Other [deductions) or 2llowable €redits {Listh. vttt ettt ettt e s en e eaa e e 3525
Total capita) and allowable subordinated Habilities. . o .o i i i i ettt e i e e e e e e e S 2 6 8 ) 6 l 8 3530
Deductions and/or charges: v
A. Total nonallowable assets from Statement of Financial Condition{Notes B and C) $ 84,892 3540
B. Secured demand NOTE DefiCiBNCY .« v ot et ettt et e e e e e 3590
C. Commodity futures contracts and spot commodities-
DrODrietary a0l CRATGES. « . vttt t et e e 3600
D. Other deductions and/or Charges . .o v v i vttt ir et ta i eenaesnenanenns 3610 | 84 ) 892 )} 3620
7. Other additions and/or allowable credits (List) . L .. ..ttt ir e ieine st oaenaranaio it ennseneann 3630
8. Netcapital before haircuts on securities positions ,'05 183,726 3640
9. Haircuts on securities {computed, where applicable,
pursuant to 15¢3-1 {):
A. Contractual Securities COMMITMENTS L. oo v vt iunue i eonueonsaesnonennns 3 3660
B. Subordinated securities DOMOWINGS . .. . i it ittt ian e, 3670
C. Trading and investment securities:
V. Exempted seCUrities. oo v ittt ittt ittt e |'a 3735
2. DDt SBCUMLIBS Lo ittt e et e 3733
T T e s 3730
4. Other securities ... .... Mutual. fund ....................... 245 3734
D. Undue Coneentration ... ...t iieiunn et ninneiedninuerisoeneennans 3650
E. Other (List)......... Money.. Maxkﬁt.Account ........... 4707 3736 {4,952 13740
10, NBE CaBITAl L ottt ettt e ettt e et et e e e e e e e e e e e e e e e $ 178,774 3750

OMIT PENNIES

The accompanying notes are an integral part of these financial statements.

Y78

Page 3




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

3/83

non-alloviatle assets.

Page 4

PART 1A i
"BROKER OR DEALER Family Investors Company asof12/31/0l
N COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Thls computatlon was made by Cerefice & Company.
partA The result is not materially different from that
of the client.
11, Minimum net capital required (8:2/3% 0F 1ime 18) L . o 3 10,942 3756 |
12, Minimum doilar net capital requirement of reporting broker or dealer and minimum net capital reqguirement
o! subsidharies computed 1n accardance with Note (A} .. ittt et e $ 25,000 3758
13 Netcapital requirement {greater of 1ine 11 0r 12) L i et e e $ 25 ,OOO 3780
T 0d Excess netcapital e 1018Ss 131 oo e e e $ 153,774 3773
15, Excess net capital at 1000% {line 10 1ess 10% Of e 10} L. i ittt ittt e e e e e ,',3 162,361 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al liabuhities from Statement of Financial Congition . ...ttt ittt e et e e e e e e e S 164 7 129 3790
17. Add: '
A. Drafts for immeadiate credit, ... oo non... e TS 3800
B. Market value ol securities borrowed for which no eauivale{‘;t
valuespaidoreredited .. ... e e e $ 3810
C. Otherunrecorded amoaunts{List) . . . . . . . i e e e $ 3820 ] s 3830
19, TOtal 365reGa12 1NARBIRANESS & v\ v\ vttt ettt ettt ettt e e e e e e s 164,128 384
20. Percentage of aggregate indebtedness to net capital {fine 19 +by line 10h. .. ittt e enenns % 91.81 3850
5 21. Percentage of debt to debt-equity total computed in accordance with Rule 15e¢3-3 (d) i v v vt ii i in e ie e eenn % 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule
15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers
and consolidated sUbSIdIAries Qebils ., .. L.ttt e e e e e $ l 3870
23, Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital
requirement of subsidiaries computed in accordance with Note [A) .. ... i i it e i e ,'35 3882
24. Net capital requirement{greater of line 22.0r 23) Lo i e e $ 3780
25. Excessnetcaprtal (line 101es5 24) L. oo it e $ 3910
26, Natcapital in excess of:
5% of cembined agg,‘é;a:e debit 1tems or S120 00 . e e S [_3?2_0:]
OMIT PENNIES
NOTES:
(A} The minimum net capital requirement shou!d be computed by adding the minimum dollar net capital requirement
. of the reporting broker Gealer and, for each subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement, or
2. 6-2/3% of aggregate indebtadness or 2% of aggregate cebits if alternative method is used. ’
(B] Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company {contra to item 1740} and partners’ securities which were
included in non-allowable assets.
{C) Forreports filed p‘ursuant to paragraoh {d) of Rule 17a-5, respondent should provide a list of material

The accompanying notes are an integral part of these financial statements.




PART lA

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER Family INvestors Company

Y
1

1/1/01

For the period (MMDBODYY) from

393210 12/31/0

8333

Humber of monihs included in this statement 12 months

3931 |

STATEMENT OF INCOME (LOSS)

REVENUE
1. Commlssions:
a. Commisslons on transactions In exchange lisled equily s2curities exacuted ¢n an exchange. ......vvvverernnvnnn. $ 26,071 3335
b. Commissions 0n 1istad OPlON HaNSECHONS .\t veuerneeeeeetenar e et enetenansenen e e aananeanenen oo y 3933
C. All cther securities COMMISSIONS . iuuvinrei i iiiriiieinnnisininnnns S 3933
d. Tolal securities COMMISSIONS vy uruureerneineininneeerinnnns st e e raren e, e 26,071 Jw
2. Gains or losses on flirm securilies lrading &ascounls
e. From market making In oplions on a national sacurities eXChaNge . vernnrviierrineerneerennnen e aaee 3348
b. Frem all other L Lo 112V T [ ererene e 3343
c. Total galn (loss) ......ovvans ettt ia e et et e eeteeneaesar s 3350
3. Gains or losses on firm securilies investment accoun!s ....... Ceeeenen PN 100 3952
4. Profit (toss) from underwriting and selling GroUPS ..vivvvienr ceevenonnnans [ et e e ,' 3958
5. Revenue Irom sale of investment company shares ......... Cireiasatiiaan PN Ceeaan Cebereeea it iiea 344,496 3370
8. CommOodilies FaVEAUE ... ...t iiniintenrittraneeeienracroesoceincaneansnn Cieeieaes Cheai i PN 33
7. Feas for account supervision, investment advisory and administralive $2rviCes .. ...iitiveiieneinrianrencnnenenss 518,973 13974
8. Other revenue .......... e Ceves bt te i ier ettt e e Cereseeeee e, e e 340,874 Tiis
9. Total revenue vueeeiririnieiinnnnn. e e, e rreireriians et $1,230,514 402
EXPENSES
10. Salaries and other employment cos!s for general partners and voling slockholder olficers ,..... et S 124 ,000 4129
11. Other amployes compensation and banefils .............. R e iteeereneair et aaeaen e Y 878 671 4113
12. Commissions pald 10 Other BroKar-daaI8rS L i ...t iserun et taeneenseeeeenetantonsanssnsnsnensoncassnensnns 4140
L B o T RT3 ol T K1 O N 4375
3. Includes Interest on accounts subject lo subordinalicn agreements ......oooeenen.. POTD]
T4, Fagulatory 18658 @A BXDEREEE Lttt ettt ettt tee ettt e e e et e e e 5,563 4193
15. Other expenses .......... e e e e e e e e 216,699 4100
R - E L B 4T o E T O P $1,224,933 4200
MNET INCOME
17. Net income (loss) before Fedaral Income taxes and ltems below (tam 9 less Mem 18 ). ..o s 5 , 581 4210
18. Provision for Federal Income taxes (1or Parent Only) vivtriiiiniarninte et enernraosstnoae sonsnonasneneennenns ,7, 323 4220
18. Eguily In earnings (losses) of uncansolidalad subdsidiarias not Included 8BOve ... ittt vnnenas ‘ﬁ
a. Alter Federal InCOMA 1axes Of L. .t iiiiiii ittt iiiiiiii e r4238]
20. Extraordinary galns (10S3S88) .....iviiiriiiiiiiaiaiens e, R e 4ﬂ
a. After Faderal inCome 1ax28 € L. ittt iinnetnnieteenmeeruneennsnnsrosnsnens PN?] _
21, Cumulative eMec! of changas In BCCOUNIING PriMCIBIES L\t .t ieuuresstneas i eaennrennaseaerosnuueennsecoeeeeonns 4225
22. Natincome {loss) aller Federa! incoma taxes and exiracrdinary items .......... N f e e S 5,258 2%
MONTHLY INCOME
23. lacome (curren! month only) baefors provision for Faceral income taxss and ex'raordinary flams.............. ...\, $ @

The accompanying notes are an integral part of these financial statements.

Page 5
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART (1A

BROKER OR DEALER Family Investors Company

For the period IMMDOYY) from lJ 110 1

0 _12/31/0]

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, Beginning Of Deriof. « . ..t e e 23 9 7 2 35 42490
AL N INCOME LOST ¢ ot ettt ettt e e e e e e e e 5,258 4250
B. Additions {Includes non-conforming capital of . . . ...\t eies e ys 4262 | 24,125 4260
C. Deductions {Includes non-conformingcapitalof . ... ... ................ S 4272 |) 4270
2. Balance, end of period (From item 1800) ..o\ ittt i ettt ettt e e e e e e 268,618 l 4290 I
STAT:Z:'ZNT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, Beginning OF Period o v vt vn vt st ittt e e N y NONE 4300
T T3 - T 7 4310
[ T 0 o] T 13- 4320
4, Balance, end of period (From it'e.rn e -1 O NONE 4330 l

OMIT PENNIES

The accompanying notes are an integral part of these financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART {IA

BROXER OR DEALER Family Investors Company asof _12/31/01

Exemptive Provision Under Rule 15¢3-3

25. It an exemption from Rule 15¢3-3 is claimed, identily below the section upon

which such exemplion is based (check one only)

>

(%) {182,500 capitai calegory 83 per RuUle 15031 L. i it i i et e 45501

8. (X} (2){A)—"8pecial Account for the Exclusive Benelil of

CUSIOMEIS " MaiNAINed L.\ttt tve eiie et rens v e sanataneennaesonsnssonaasenossoseesnensesesnnnn i 4560

C. {x) ({2){B)—All customer transactions cleared through another
broker-dealer on a fully disclosed basis. Name of clearing

fiem 3 Investec Ernst & Company [a335] X

4570

0. (k) (3)—Exempted by order of 1ha CoMmMiSSioN . it vttt it ittt iaiters v ontroastnnranesretntoaronesasanes

4580

Based on our review of the clients' procedures,
we concur in this claim for exemption.

The accompanying notes are an integral part of these financial statements.

Page 7



Ownership Equity and Subordinated Liabilities malturing or proposed to be
withdrawn within the nex! six months and accruals, (as defined below),
which have not been deducted in the computation of Net Capital.

Type of Proposed

T01AL ) NONE 4699

withdrawal or Amount to be With- (MMDDYY) Expect
Accrual Insider or drawn {cash amount Withdrawal or to

See below for Outsider? and/or Nat Capgital Maturity Renew

code (o enter Name of Lender or Cantributor (In or Out) Value of Securities) Oate {yes or no)
Z 4600 l 4501 ! 4502] I 4603 ‘ 4604 ' 4503
.'x 4510 l 4611 ‘ 4612‘ l 4513} ! 4614] 4515
,', ’ I 4620 l [ 4521[ ‘ 4822‘ i 4823; [ 4624| 4525
,', l 4530' [ 4531, l 4832i l 4633] . I 4834[ l 4535
M [ 4640 l l 4541 I l 4542 ' [ 4643 l l 4644 ’ I 4645}
y [ 4550 l | 4551] | 4552] | 4553] [ 4654 | | 4sss|
,', [ 4660 I l 4EGII 1 4652] l 4663] l 4564! l 4665 !
M [Tas70 | [Tas71] [a672] [4s73] [4674] [as75]
M l 4680 l l 4631 l I 4532 I ] 4633 l ] 4634 l [ 4585 l
1 l 4630 l ] 4591 l l 4532 l i 4§93 l ! 4634 I ] 4635 l

OMIT PENNIES

Instructions: Detail listing must include the total of items maturing during the six maonth period lollowing the
report date, regardiess of whether or not the capital contribution is expected to be renewed. The ‘
schedule must also include proposed capital withdrawals scheduled within the six month
period lollowing the report date including the propased recemption of stock and payments of
liabilities secured by lixed assels (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1(c){2)(iv)), which could be raguired by the lender on demand or in less

than six months.
WITHORAWAL COOE: DESCRIPTION

Equity Capital
Subordinated Liabilities
Accruals

15¢3-1(c){2){iv) Liabilities

Eal ndi S

3/78

The accompanying notes are an integral part

Page 8

0of these financial statements.



FAMILY INVESTORS CCMPANY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income

Adjustments to reconcile net income to net cash provided

by (used in) operating activities:
Depreciation
Deferred taxes
Investment income

Net Unrealized gains on investments other than trading

(Increase)Decrease in operating assets:
Accounts Receivable
Prepaid expenses
Other assets
Increase (Decrease)in operating liabilities:
Accounts payable
Accrued expenses
Customer Exchange
Income Taxes payable
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income
Purchase of long term investments
Decrease in interest receivable
Net cash provided by investing activities
CASH FLOW FROM FINANCING ACTIVITIES:
Proceeds of sale of common stock
Net cash provided by financing activities
INCREASE IN CASH
CASH - January 1, 2001
CASH - December 31, 2001

Less Petty cash treated as other “non-allowable” asset

CASH - December 31, 2001 per line 750, Focus Report

Page 9

$ 5,258

5,923
( 2,510)
( 5,728)
{ 100)

21,342
1,326

( 5,469)

{ 1,081)

17,570

45,782

( 5,011)

77,302

5,728
{ 1,532)
518

4,714

24,125
24,125
106,141
192,290
298,431
(200)

§ 298,231




FAMILY INVESTORS COMPANY
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2001

NET INCOME $ 5,158
OTHER COMPREHENSIVE INCOME, NET OF TAX:
Unrealized gains on investments:

Unrealized holding gains arising

during the period $ 100
OTHER COMPREHENSIVE INCOME 100
TOTAL COMPREHENSIVE INCOME $ 5,258

Page 10




Family Investors Company
Notes to Financial Statements
December 31, 2001

1. Organization and Nature of Business

The company, a New Jersey Corporation, is an introducing broker registered with the
Securities and Exchange Commission (SEC) and is a member of the National Association
of Securities Dealers (NASD).

2. Significant Accounting Policies
Securities Transactions

The company accepts customer orders for equity securities but clears the orders through
another broker. The clearing broker settles the customer transactions and pays the
company a commission. Customer payments for investment company shares are
deposited into a trust account. A check for the actual cost of the shares less the
company’s commissions is drawn from the trust account and sent to the investment
company. The company transfers the amount of commissions to the operating account
by writing a check drawn on the trust account.

Commissions

Commissions and related expenses are recorded on a trade-date basis as securities
transactions clear.

Fees for Account Supervision and Administrative Services

Account supervision and administrative services fees are received at various intervals
depending on the payment schedules for the investment companies but are recognized as
income on a pro-rata basis over the term of the contract.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles required management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclose contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
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Family Investors Company
Notes to Financial Statements
December 31, 2001

Income Taxes

Federal and State income taxes are recorded as of the date of the financial statements
utilizing currently enacted tax laws and rates. The amount of current and deferred taxes
payable or refundable is recognized as of the date of the financial statement. Deferred tax
expenses or benefits are recognized in the financial statements for the changes in deferred
tax liabilities or assets between years.

Depreciation

Depreciation is provided on a straight-line basis using estimated useful lives of five to ten
years.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents
as highly liquid investments, with original maturities of less than ninety days, that are not
held for sale in the ordinary course of business.

Concentrations of Credit and Market Risk

The company is engaged in various activities in which counter-parties primarily include
broker-dealers, banks, and other financial institutions. In the event counter-parties do not
fulfill their obligations, the company may be exposed to risk. The risk of default depends
on the creditworthiness of the counter-party or issuer of the instrument. Management
believes it is not exposed to any significant credit risk. Cash deposits in financial
institutions are below the FDIC Insured amounts.

Financial instruments that potentially expose the company to concentrations of credit and
market risk consist primarily of cash equivalents. Cash equivalents are maintained at a
high-quality investment company. The company has not experienced any losses on its
cash equivalents. Management believes the company is not exposed to any significant
market risk on cash equivalents since cash equivalents are invested in a money market
account invested in U.S. Government securities.

3. Securities and other investments

Securities at fair market value consist of investment in a mutual fund. Unrealized
holding gains related to this investment were $100 as of December 31, 2001. Securities
not readily marketable consist of stock and warrants of NASD, Inc. a privately held
company. Transfer of these shares is restricted and fair market value is not readily
ascertainable. ’
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Family Investors Company
Notes to Financial Statements
December 31, 2001

4. Property, Furniture, and Equipment
Property, furniture, and equipment consist of the following:

Computers and Office Equipment $ 68,749
Furniture and Fixtures 32,874
Computer Software 1,982

103,605
Less Accumulated Depreciation 79,566

$ 24039

Depreciation expense of $5,923 for the current period was calculated on a straight-line
method over 5 years for equipment, 7 years for Furniture and Fixtures, and 3 years for
Software.

5. Receivable from and payable to Broker-Dealers and Clearing Organizations

Amounts receivable from broker-dealers and clearing organizations at December 31,
2001, consist of fees and commissions receivable in the amount of $93,336. Amounts
payable to broker-dealers consist of customer funds to be remitted to the broker-dealer in
the amount of $45,782.

6. Commitments and Contingent Liabilities
The company has obligations under operating leases with initial non-cancelable terms in

excess of one year. Approximate aggregate annual rentals for office space and equipment
at December 31, 2001, are as listed below:

2002 $ 50,120
2003 § 45,320
2004 § 43,572
2005 $ 2,178
2006 $ 544

$141,734

Lease payments for the year ended December 31, 2001 were as follows:

Office rent . $ 34,020
Automobile lease $ 6,857
Equipment rental $ 3296

$44,173
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Family Investors Company
Notes to Financial Statements
December 31, 2001

7. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1), which required the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. At December 31, 2001, the Company had net capital of $178,774.

8. Common Stock

The Company has 2,500 shares of no par value common stock authorized of which 1,125
shares have been issued and are outstanding.

9. Income taxes

The current and deferred portions of the income tax expense included in the statement of

operations as determined in accordance with FASB Statement No. 109, Accounting for
Income Taxes, are as follows:

Current Deferred Total
Federal $ 2,678 $ (2,359) § 323
State 1,372 (_155) 1,217
Total $ 4,050 $ (2,510) $ 1,540

A reconciliation of the difference between the expected income tax expense and income
computed at the U.S. statutory income tax rate and the Company’s income tax expense is
shown in the following table:

Expected income tax expense at

U.S. statutory tax rate $ 789
The effect of:
Nondeductible expenses 858
Increase due to state and local taxes,

net of U.S. federal income tax effects 982
Other, net (1,089)
Income tax expense $ 1,540
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7 CEREFICE
COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
A PROFESSIONAL CORPORATION

1103 WESTFIELD AVENUE
RAHWAY, NJ 07065
PHONE: 732/382-3800
FAX: 732/3820213

The Shareholder E-MAIL: CPA@CEREFICE.COM
Family Investors Company

Fanwood, New Jersey

In planning and performing our audit of the financial statements of Family
Investors Company, (the company) for the vyear ended December 31, 2001, we
considered its internal control, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control.

The management of the Company is responsible for establishing and maintaining
effective internal control and practices and procedures to comply with
requirements of regulatory agencies. One of the objectives of internal
control and the practices and procedures is to provide management with
reasonable but not absolute assurance that transactions are executed in
accordance with management’s authorization and recorded properly to permit
the preparation of financial statements in conformity with generally accepted
accounting principles.

Because of inherent limitations in internal control or the practices and
procedures referred to above, error or fraud may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate. Our
consideration of the internal control over financial reporting would not
necessarily disclose all matters 1in the internal control over financial
reporting that might be material weaknesses. A material weakness 1is a
condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses.

This report is intended solely for the information and wuse of the
shareholder, management, and regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

Cerefice & Company
Certified Public Accountants
Rahway, New Jersey

February 1, 2002
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~CEREFICE
COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
A PROFESSIONAL CORPORATION

1103 WESTFIELD AVENUE
RAHWAY, NJ 07065

PHONE: 732/382-3800

FAX: 732/382-0213
E-MAIL: CPA@CEREFICE.COM

Independent Auditor’s Report

The Shareholder
Family Investors Company
Fanwood, New Jersey

We have audited the Focus Report, Part IIA (form X-17A-5) of Family
Investors Company as of December 31, 2001 and for the year then ended.
This report includes the follcowing:

Page

Facing Pages ---
Statement of Financial Condition 1 &2
Computation of Net Capital 3
Computation of Basic Net Capital Requirement

(with note included) 4
Statement of Income (loss) 5
Statement of Changes in Ownership Equity 6
Statement of Changes in Liabilities Subordinated

to claims of General Creditors 6
Exemptive Provision under Rule 15¢3-3

(with note included) 7
Ownership Equity and Subordinated Liabilities Maturing
Or Proposed to be withdrawn within the next Six Months 8
Statement of Cash Flows 9
Statement of Comprehensive Income 10
Notes to Financial Statements 11-14
Report on Internal Control 15

The information included in the financial statements and the related
computations are the responsibility of the Company’s management. our
responsibility is to express an opinion on these financial statements
and computations based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements.

(continued)
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The Shareholder
Family Investors Company
Fanwood, New Jersey

Independent Auditor’s Report (continued)

An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements and related computations
referred to above present fairly, in all material respects, the
financial position of Family Investors Company as of December 31, 2001
and the results of its operations, changes in ownership equity and cash
flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Cerefice & Company
February 1, 2002
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